ARGS 


NN 
a 


VENPOWER )LIMITED 


Se 


Annual Report 1977 


K 
j 
+ 
‘ 
j 
f 
. 
*. 
= tee 
fet" 
{ 
t 


VENPOWER LIMITED 


PRESIDENT’S REPORT TO SHAREHOLDERS 


It is again my pleasure to submit to you, on behalf of the Board of Directors, the annual re- 
port of the Company for the year ended June 30, 1977. 


As indicated in the statement of earnings, your Company’s net income for the year increased 
from $91,419 in 1976 to $171,385. Expressed as income per share this represents an increase of 
$2.68¢ over 1976. These results were attained through continued investment in revenue producing 
apartment buildings. 


During the year, your Company sold, at a profit, two apartment buildings which had not 
given us the return that was anticipated when the buildings were purchased in 1975. It is the in- 
tention of your Board to continue to dispose of properties which do not meet the Company’s in- 
vestment interests. The cash which we received as a result of the sale of these buildings, together 
with funds received through the refinancing and enhancing of our mortgages on the remaining 
buildings at favourable terms, has either been invested in certificates of deposit or used to repay 
short term debt. This has placed the Company in a favourable cash position to meet future invest- 
ment opportunities. 


Looking ahead, we are in an excellent position to achieve future growth for your Company. 


On behalf of the Board of Directors 


President and Chairman of the Board 


VENPOWER 


BALANCE SHEET 


ASSETS 

Cash and short-term investments- - - - - - 

Rents receivable - - - - - - 

Due from Phi International Inc.—NoteF - - - 

Prepaid realty taxes and deposits - - - - - - 

Interest receivable - - - - - - - > - - = 

Mortgage receivable — Notes B and C 

Income-producing properties—Notes BandC - - 
Land: <..-0 --) We ee a 
Buildings’: 20-0154 = "=e ee See 
Equipment = - == =o" = see eee 


Less allowances for depreciation- - - 


LIABILITIES 

Bank loan = = = = 62° = 6 eee ee 
Accounts payable and accrued liabilities - - 

Due to Phi International Inc. — Note F 

Income taxes payable - - - - - - - 


Unearned rentalincome - - - - - - - 
Mortgages payable—NoteC - - - - - - - - - 


Deferred income taxes - - - - - - - - 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized 10,000,000 shares without par value 
Issued and fully paid 2,985,511 shares- - - - 


Contributed surplus - 


Retained earnings - - - - - - - - - 


APPROVED ON BEHALF OF THE BOARD: 


See notes to financial statements. 
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$10,056,006 


June 30 
1977 1976 

S$ 1,217,206 $ Toot 
3,743 23.135: 

== 26,247 
58,409 71,518 
8,219 —0— 
2,020,000 = 
1,556,000 2,144,359 
5,174,245 9,331,724 
172,839 210,926 
6,903,084 11,687,009 
154,717 DIO SL 2 
6,748,367 11,567,497 
$10,056,006 $11,696,896 
$ —0— $ 785,000 
119,709 148,393 

AS aS =(0— 
32,219 29,035 
31,945 69,129 
5,482,882 6,563,196 
226,000 154,000 
5,936,478 TALS TOS: 
2,968,070 2,968,070 
47,914 47,914 
1,103,544 932,159 
4,119,528 3,948,143 


$11,696,896 
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VENPOWER LIMITED 


STATEMENT OF SOURCES AND USES OF CASH 


SOURCES OF CASH 


From operations: 
Earnings before extraordinary items - - 
Provision for depreciation - 
Deferrédiincome taxes - - - eas 


TOTAL FROM OPERATIONS 


Extraordinary items before deferred taxes - - - 


Increase in mortgages payable - - - 

Bankiloam 2 =: esac da a ele 
Disposal of income-producing properties - - 
Decrease in rents receivable - - - - - - - 
Increase in due to Philnternational Inc. - - - 
Decrease in prepaid realty taxes and deposits - 
Increase in accounts payable and accrued liabilities 
Increase in income taxes payable 

Increase in unearned rental income - 


TOTAL SOURCES OF CASH 


USE OF CASH 


Mortgage receivable - - - - - - - - - 
Additions to income-producing properties - - 
Disposal of mortgages payable - - -.- - - - 
Repayment of bank loan - - - - 

Increase in rents receivable 

Increase in due from Phi International Inc. - - 
Interest receivable - 

Decrease in accounts payable and accrued liabilities 
Decrease in income taxes payable - - - - - 
Decrease in unearned rental income- - - - 


TOTAL USES OF CASH 


INCREASE (DECREASE) IN CASH 


Cash at beginning of year ate 


CASH AT END OF YEAR 
CASH PROVIDED FROM OPERATIONS PER SHARE - 


See notes to financial statements. 


Year Ended June 30 


197. 


> 975307 
77,047 


49 000 


183,354 
137,078 


1,419,778 
—()— 
4,753,230 
20,040 
69,970 
13,409 
=()— 
3,184 
=0= 


6,600,043 


2,020,000 
11,147 
2,500,092 
785,000 
atl ee 

rie 
8,219 
28,684 
== 
37,184 
5,390,326 
7,551 


$1,217,268 
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1976 


91,419 
115,862 


91,000 


298,281 
mis 
3,556,481 

785,000 


15,918 

95,566 
== 

44,364 


4,795,610 


$ 


=i(j=. 
4,795,072 


26,965 
Eafp ss 
4,872,067 


(76,457) 
&4,008 
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VENPOWER LIMITED 


STATEMENT OF EARNINGS 


Year Ended June 30 


yew 
REVENUE 
Rental income: = = = =. Gar 2) =) Se ee $1,889,365 
Interest << = =) ae = ae 4 5) See ee ce 24,507 
1,913,872 
OPERATING EXPENSES 
Mortgage interest- = =1- = <3) $55) See) OMe pees 497,891 
Realty taxes) 2%. = = fo So -) (= So 393,920 
Utilities  - - 2 = Sa ee 21S 252 
Repairsand maintenance - - - - - - - - - - - == - 153,741 
Wages and benefits =" = = =) = =) ee 122,508 
Management fees- - - - - - = = = = = = > = = = = 93,742 
Depreciation - - = = = <= 22 Gee eee eee 77,047 
LOl7,108 
HEAD OFFICE EXPENSES 
Bank loan’interest) (25) =) == 70,305 
Operating and administrative - - - - - - - - - - == - St yZoe 
Professional fees. ~~ == - 20 eet 29,915 
Professiona! fees on refinancing of mortgages - - - - - - - 21,971 
Salaries'and benefits = = (2 0 =e ee 31,016 
“1,807,565 
EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS 106,307 
INCOME TAXES 
Current = = ¢= = = =) pS 0 —0— 
Deferred’ = = - = <5 6 802 ee 49,000 
49,000 
EARNINGS BEFORE EXTRAORDINARY ITEMS S730) 
EXTRAORDINARY ITEMS 
Gain on disposal of income-producing properties — Note B = 91,078 
Reduction in income taxes due to realization of loss 
carryforward —NoteD- - - - - - - - - - - - = = 23,000 
NET EARNINGS FOR THE YEAR So 175,385 
BASIC EARNINGS PER COMMON SHARE ae toed 
Before extraordinary items - - - - - = = -°= = = => 1.92¢ 
Net earnings for the year =~ = =) =) =0 27 = = 92) 5.74¢ 
STATEMENT OF RETAINED EARNINGS 
RETAINED EARNINGS AT BEGINNING OF YEAR - - - - $0932, 059 


NET EARNINGS FOR THE YEAR -)- = =~ = =)-)- 2 = 171,385 


RETAINED EARNINGS AT END OF YEAR - - $1,103,544 


See notes to financial statements 


1976 


$1,847,707 
(= 
1,847,707 


494,251 
344,346 
225,636 
141,739 
113,433 

91,693 


115,862 


1,526,960 


62,679 
23,101 
29,356 

ihe: 
36,192 


1,678,288 


169,419 


(13,000) 
91,000 


78,000 


91,419 


ea 
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$ 91,419 


3.064 
3.06¢ 


$ 840,740 


91,419 
8 932,159 


VENPOWER LIMITED 


NOTES TO FINANCIAL STATEMENTS 


NOTE A — ACCOUNTING POLICIES 


The Company’s accounting policies and its standards of disclosure are in accordance with the 
guidelines set out in the research study of the Canadian Institute of Chartered Accountants 
“Accounting for Real Estate Development Operations”’. 


Depreciation is recorded on income-producing properties using the sinking fund method, where- 
by depreciation on the building cost is based on an estimated life of 35 years, initially at the 
rate of 1.1% per year, increasing at a rate of 5% compounded annually. No depreciation is 
recorded in the year of disposal of income-producing properties. 


Depreciation on equipment of income-producing properties is recorded using the straight-line 
method based on an estimated life of 10 years. Equipment replacements and renewals are 
expensed. 


Unearned rental income represents the last month’s rent or security deposit paid in advance by 
all tenants. The Company accrues 6% interest on unearned rental income. 


The Company follows the tax allocation method of accounting for income taxes under which 
full allowance is made for such taxes on all reported income. Deferred taxes arise from timing 
differences principally because of depreciation and property taxes. 


NOTE B — EXTRAORDINARY ITEM 


Proceeds of disposal of income-producing properties $4,890,308 
Net book value of properties disposed of 4,753,230 
Gain before income taxes 137,078 
Income taxes — current 23,000 

— deferred 23,000 


NETGAIN $ 91,078 


During the year the Company disposed of two income-producing properties. Income taxes have 
been provided by the Company at capital gains rates of approximately 25%. Should this trans- 
action be assessed as income in nature, income tax expense for the year ended June 30, 1977 
would increase by $30,000 and in addition the reduction in income taxes due to the Company’s 
application of its available capital loss carry-forward (Note D) would not be realized. These 
adjustments would result in a decrease in net earnings for the year and a corresponding decrease 
in retained earnings for year ended June 30, 1977 of $53,000. 


As part of the consideration received, in addition to the assumption of the mortgages on these 
properties as referred to in Note C, the Company has given back a blanket wraparound second 
mortgage ($2,020,000) over the existing second mortgage ($1,186,235) to Lehndorff Manage- 
ment Limited. This mortgage receivable bears annual interest at 9.75% and falls due May 15, 
1982, with an option to renew to 1987. 


VENPOWER LIMITED 
NOTES TO FINANCIAL STATEMENTS — continued 
NOTE C — MORTGAGES PAY ABLE 


1977 1976 
North American Life Assurance Co. first 
mortgage loan on land and buildings, 
with blended monthly payments of $10,506 
(principal and interest — 7%) through 
July 1, 1997 $ —O- $1,032,596 


North American Life Assurance Co. 
first mortgage loan on land and 
buildings, with blended monthly 
payments of $14,921 (principal and 
interest — 9.75% through March 1, 1997 
1,696, 647 —0- 


Montreal Trust Company first mortgage loan 
on land and buildings with blended monthly 
payments of $17,511 (principal and 
interest — 7%) through December 1, 1984 —0— 1,544,273 


Montreal Trust Company first mortgage __ 
loan on land and buildings with blended 
monthly payments of $22,369 (principal 
and interest — 9%) through July 1, 1999 2,600,000 —0- 


Canada Trust Co. first mortgage on land 
and buildings with blended monthly 
payments of $9,542 (principal and 
interest — 8%) through January 1, 1993 —0— 1,083,921 


Toronto Dominion Bank first mortgage loan 
on land and buildings with blended monthly 
payments of $10,593 (principal and interest 
— 7,25%) through December 1, 1998 —0— 1,416,171 


Lehndorff Management Limited second mortgage 
on land and buildings disposed of during the year 
secured by payments on a mortgage receivable 
(see Note B). No principal payment until 
maturity at July 31, 1980. Interest is 
charged at 9% until July 31, 1977 and there- 
after at the greater of 2% above the prime 
chartered bank lending rate or 10% 1,186,235 1,186,235 


$5,482,882 $6,563,196 


During the year the Company refinanced its mortgages payable to North American Life Assur- 
ance Co. and Montreal Trust Company. 


At June 30, 1977 the Company has a letter of credit from a chartered bank for $135,000 in 
favour of the Montreal Trust Company concerning the mortgage refinancing with Montreal 
Trust Company referred to above. This letter of credit will only be exercised against the princi- 
pal of the mortgage with Montreal Trust Company if the rent roll on the rental properties in- 
volved does not exceed a certain minimum level by December 31, 1977. The Company believes 
this minimum rental level will be attained. 


As part of the purchase consideration on the disposal of two income-producing properties re- 


ferred to in Note B, the purchaser assumed the Company’s mortgages with Canada Trust Co. 
and the Toronto Dominion Bank. 


NOTE D — CAPITAL LOSSES 


The Company had capital losses in 1976 of approximately $46,000 available to offset income 
taxes on future capital gains. These capital losses have been applied against capital gains in the 
current year. 


NOTE E — RENT REVIEW 


The Company is subject to rent review legislation. The Company is not aware of any pending 
hearings or appeals relating to this legislation. It is the opinion of management that rents pro- 
posed by them will not be materially altered by Rent Review Board decisions or by appeals. 
Since the total income of the Company is from rental properties, it is not subject to Anti- 
Inflation regulations. 


NOTE F — ACCOUNT WITH PHI INTERNATIONAL INC. 


The Company has contracted with Phi Property Management, a division of Phi International 
Inc. to manage all income-producing properties for a fee of 5% of gross rental revenue. Under 
the terms of this contract Phi Property Management collects all rental revenue and pays all ex- . 
penses settling monthly with Venpower Limited in the following month. 


NOTE G — INFORMATION REQUIRED UNDER THE CANADA CORPORATIONS ACT 


1977 1976 
Number of directors 5 5: 
Number of officers 2 2 
Number of officers who are also directors 2 Z 
Remuneration of officers as officers $28,254 $34, 741 
Remuneration of directors as directors —O0— —0— 


NOTE H — COMPARATIVE INFORMATION 


Certain comparative information has been changed to reflect 1977 presentation. 


To the Shareholders, 
VENPOWER LIMITED 


We have examined the balance sheet of Venpower Limited as at June 
30, 1977 and the statements of earnings, retained earnings and sources and 
uses of cash for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, subject to the possible effect on the financial statements 
of the tax matters described in Note B, these financial statements present 
fairly the financial position of the Company as at June 30, 1977 and the 
results of its operations and sources and uses of cash for the year then ended 
in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


August 17, 1977 Chartered Accountants 


VENPOWER LIMITED 


SUITE 501, 2200 YONGE STREET, TORONTO, CANADA 


Directors Morton Gelber 
Carl Muransky 
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Transfer Agent & Registrar Canada Permanent Trust Company 
20 Eglinton Ave. West, Toronto 
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